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MERCHANT MARINE STUDIES 


Mr. Potter submitted the following preliminary report of a special 
subcommittee of the Committee on Interstate and Foreign Commerce 
to study the maritime subsidy program: 


REPORT 


The Special Subcommittee To Study the Maritime Subsidy Program 
was appointed by the late Senator Tobey on April 2, 1953, pursuant 
to Senate Resolution 41, 83d Congress, Ist session, to make a study 
and analysis of seciatrhiotiees dialencatiid and operating-differential 
subsidies in the maritime field, together with other forms of Govern- 
ment, aid to the American merchant marine. 

From the outset your subcommittee was of the opinion that any 
analysis of the subject of Government aid to shipping must be pre- 
ceded by comprehensive hearings and studies on the functions and 
status of the American merchant marine in relation to the national 
interest and in the light of circumstances existing today and reasonably 
foreseeable in the near future. Likewise, the subcommittee felt that 
existing law, as expressed in the Merchant Marine Act, 1936, as amend- 
ed, and other shipping acts, should be carefully reviewed in all of its 
aspects, to determine its adequacy today and as an essential pre- 
liminary step to the development of an integrated legislative program 
for the future. In this connection there has been no really complete 
legislative revision of our national shipping laws by Congress since 
the development of the 1936 act. Most enactments in this field 
during the past 18 years have been either of an emergency or a patch- 
work nature designed to meet specific problems of the moment. And, 
although seve ral excellent and extensive studies have been conducted 
in both the executive and legislative branches, the violent economic 
and political changes, both domestic and international, which have 
occurred in recent years make such studies inadequate as a basis for 
current legislative review or revision of the laws. 

In line with the foregoing considerations, the subcommittee formu- 
lated an overall program consisting of three general phases of study. 
They are: 

Phase No. 1: The size, composition, and quality of the merchant 
marine today, including the national defense reserve fleet, and the 
adoption of a tangible and continuing program for replacements and 
additions to conform to our overall national requirements. 

Your subcommittee felt that this was such an essential first step 
that no long-range conclusions could be reached as to the types and 
extent of aid which should be extended to merchant shipping until 
the Government itself presented the merchant shipping requirements 
for a peacetime mobilization base for the national security and the 
basic needs for a merchant marine to carry our water-borne commerce 
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in the national interest. Only by the adoption and declaration of 
such a program can the Congress and the people clearly understand 
the necessity for and scope of legislation designed to encourage the 
support of an American merchant marine as an instrument of national 
policy. 

Phase No. 2: The effectiveness of existing laws and their adminis- 
tration in the maintenance and development of an adequate and 
efficient merchant marine. 

Phase No. 3: The development of such new legislation or recom- 
mendations for improvement in administration as will serve to assure 
the maintenance of a merchant marine deemed to be essential in the 
national interest. 

In line with the foregoing basic agenda, the subcommittee chairman 
addressed a letter April 24, 1953, to the Honorable Sinclair Weeks, 
Secretary of Commerce, setting forth the subcommittee’s goals and 
requesting that he be prepared to present his views to the subcom- 
mittee. The letter, which reads as follows, outlines fully the scope 
of the work which the subcommittee believes should be made in this 


important field: 
Unirep States SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, * 
April 24, 1953. 
Hon. SIncLatR WEEKS, 
Secretary of Commerce, Department of Commerce, 
Washington 25, D. C. 

My Drar Mr. Secretary: Pursuant to Senate Resolution 41, January 30, 
1953, I have been appointed chairman of a subcommittee of the Interstate and 
Foreign Commerce Committee to make a study and analysis of construction- 
differential and operating-differential subsidies in the maritime field, together with 
other forms of Government aid to American shipping. In addition to myself, 
the other members of the subcommittee are Hon. John M. Butler of Maryland 
and Hon. Warren G. Magnuson of Washington. 

In furtherance of its objectives with regard to operating and construction 
subsidies, the subcommittee will have to give consideration to the basic declara- 
tions of maritime policy and all forms of Government participation in merchant 
ship construction and operation. It is important, therefore, that the subcom- 
mittee review the provisions of existing maritime legislation in the light of present 
conditions and said declarations of policy to determine whether or not such legis- 
lation is adequate to the fulfillment of the policy and if not, to determine what 
changes should be made, with particular regard to the need for Government aid 
to shipping and the best and most economical methods of providing such aid 

In general, the subcommittee will direct its inquiry to the following subjects: 

1. The size, composition, and quality of the merchant marine today, including 
the national defense reserve fleet, and the adoption of a tangible and continuing 
program for replacements and additions to conform to our overall national re- 
quirements. 

2. A review of existing maritime legislation providing for Government aid to 
merchant shipping, including provisions for direct subsidies, tax exemption, tax 
deferment, loans, and mortgage insurance. In this connection, the subcommittee 
will review the reports prepared by the Commerce and Treasury Departments at 
the request of former President Truman relative to tax-deferment and tax-exemp- 
tion benefits to the maritime industry. 

3. The need for the types of aid presently provided, the cost of such aid in 
relation to the results achieved, and modernization of existing law in accordance 
with new methods or approaches which might more effectively accomplish the 
desired purposes. 

In this connection, I recognize the importance of the highest degree of con- 
tinuity of established principles and policies in the maritime field, but they must 
be consistent with existing conditions. Therefore, with the violent economic and 
political changes, both domestic and international, which have occurred in the 
17 years since the enactment of the Merchant Marine Act of 1936, it may well 
be found that new approaches to the problem of achieving a merchant marine 
adequate to the national needs must be adopted. 
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4. Direct Government participation in merchant shipping, including direct 
Government ownership and operation, general agency operation, and chartering 
of Government-owned vessels 

5. Clarification of existing law to eliminate hampering ambiguities in the event 
and to the extent basic changes are not found to be required 

The foregoing is a broad outline of the scope of the studies contemplated by 
the subcommittee to which I hope you will be able to give prompt consideration 
in order to be prepared to present your views to the subcommittee at an early 
date. At the outset, the subcommittee will wish to discuss these problems with 
you or your designated representatives informally in closed session before pro- 
ceeding to the more detailed aspects of the matter. 

Sincerely yours, 
CHARLES E. Porrss, 
Chairman, Special Subcommittee on Maritime Subsidies 

In the first session of this Congress the subcommittee held 17 days 
of hearings in Washington, D. C., during May, June, and July 1953, 
taking testimony from high officials of the Departments of Defense, 
Commerce, State, the former Mutual Security Agency, representatives 
of ship operators, both subsidized and nonsubsidized in all types of 
services, shipbuilders, seagoing and shipyard labor, shippers, bankers, 
and marine underwriters. 

These hearings were confined, as nearly as possible, to phase No. 
above: i. e., The Size and Composition of the Merchant Marine. 
Primary emphasis was placed upon the testimony of Government 
witnesses, principally officials of the Departments of Defense and 
Commerce. Other witnesses testified as to the place and function of 
the various elements which make up the merchant marine, their 
present status, and the problems with which they are confronted. In 
this series of hearings the subcommittee was seeking to get factual 
background material and determine what our maritime program should 
be. Statements as to problems were welcomed, but no legislation 
was under consideration, nor was the subcommittee seeking or expect- 
ing to find solutions to the problems at that time. Your subcom- 
mittee believed that answers should be deferred until perspective 
could be had of the whole picture as presented in comprehensive hear- 
ings and staff studies. 

During the adjournment of the first session the subcommittee held 
3 full days of hearings in San Francisco, receiving testimony from a 
large number of witnesses from representatives of the many elements 
which make up the complex of the merchant marine. These hearings, 
also on phase No. 1, were concerned with consideration of maritime 
problems with particular reference to the west coast and the Pacifie 
Ocean area, but also included subjects which could not adequately be 
covered during the Washington hearings. The subcommittee had 
also projected a similar 3-day series of hearings in New Orleans in 
order to round out a full consideration of background maritime infor- 
mation and problems as viewed by those best informed and closest 
to them. Unfortunately, due to overriding commitments of the 
subcommittee members, it was necessary to postpone the Gulf Coast 
hearings. In the opinion of your subcommittee much good: could 
come from such hearings, and the plan to take testimony in the Gulf 
should still be favorably or red. 

The hearings on phase No. 1, though not complete in some respects, 
due to studies not here vb ready for presentation by the Depart- 
ments of Defense and Commerce, have been eminently gratifying and 
it should be possible to conclude this part of the record early in this 
session. 
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EUROPEAN SHIPPING AND SHIPBUILDING 


It is fundamental that the great difference between the American 
standard of living and that of the other maritime nations is the 
principal reason that the American merchant marine cannot compete 
with the merchant marines of other nations without some form of 
Government aid to offset such differences. 

Accordingly, the subcommittee felt that much valuable insight 
could be gained into this important aspect of the subsidy program if 
its inquiry could include a firsthand study of foreign shipping and 
shipbuilding, principally in Europe where the major sources of foreign 
maritime competition are. Accordingly, the subcommittee, repre- 
sented by Mr. Butler of Maryland, and Mr. Drewry, subcommittee 
counsel, visited shipping and shipbuilding centers in western Europe 
during late September and early October 1953, where they accumu- 
lated much important data and considerable understanding concerning 
these matters. Mr. Butler’s separate informal report to the chairman 
of the full committee on his findings and conclusions is annexed 
hereto and made a part hereof. The subject matter of this report 
will be covered in greater detail in the comprehensive report the 
subcommittee is preparing for release upon completion of the phase 
No. 1 hearings. 

FINDINGS 


Although the formal subcommittee report will go into much greater 
detail in the analysis of evidence acquired to date and the conclusions 
to be drawn therefrom, there follow certain of the more important 
highlights of the testimony received: 

1. Defense requirements.—On this point it is well worth quoting 
from Rear Adm. R. E. Wilson, United States Navy, Deputy Com- 
mander and Chief of Staff, Military Sea Transportation Service (pt. 1 
of hearings, June 16, 1953, p. 65), as follows: 


The strategic importance of ocean transportation in a future war supports the 
concept that the United States-controlled merchant fleet should be of such a com- 
position as to adequately meet the planned requirements of the Department of 
Defense by providing modern, high-speed ocean transportation with suitable 
self-loading and unloading facilities and an ability to be utilized in any port as 
required 

The Department of Defense is concerned about the lack of a comprehensive 
merchant ship construction program which would provide for the orderly replace- 
ment of the vast proportion of our merchant fleet which is fast approaching obso- 
lescence. 

In the past, upon the sudden outbreak of a war, it has been necessary to hastily 
improvise a shipbuilding program which was not only costly, but resulted in an 
accumulation of ships so quickly designed and constructed as to be limited, in an 
unfavorable manner, in their capability to meet modern military needs. 

It is clearly recognized that the special characteristics of merchant ships which 
are desired for ultimate military use must of necessity be modified and limited to 
conform to acceptable requirements for successful commercial enterprise. Within 
the limits imposed by peacetime commercial utilization, and an acceptable burden 
on the national economy, it is strongly recommended that the Congress support a 
phased merchant ship construction program of those ships required (1) to bring 
the active operating United States merchant fleet possessing acceptable defense 
characteristics up to the numerical limits required to meet the initial needs of the 
Department of Defense, and (2) to provide the means for the orderly replacement 
of existing operating tonnage now rapidly approaching obsolescence. It is fur- 
ther recommended that, either as a part of the program recommended above, or 
supplementary thereto, the means be provided for the construction and operation 
of sufficient prototype vessels which can serve as the basis for emergency vessel- 
construction programs upon the outbreak of a war. 
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It is considered appropriate to also recommend that the Congress Lage the 





maximum reliance on United States-flag merchant shipping to support the defense 
of the United States. 

It is important to note that, while the total national defense fleet (active and 
reserve) is deficient only to a minor degree to meet initial defense requirements 
from a quantitative point of view, there is a serious deficiency from a qualitative 


point of view. Of special reference is the fact that there are 1,713 Liberty ships, 
of which 242 are active and 1,471 laid up. These are considered 

modern military needs. In addition, there are 57 T—2 tankers (exclusive of those 
in Navy custody) which have reached more than : 
These also should be replaced 

In quantitative terms alone—without regard to the question of 
obsolescence of the existing fleet—the Department of Defense indi- 
cated an immediate dk ficient Vv of 214 me rchant Ly ne vessels as follow Bs 


(a) 165 cargo ships, (6) 6 large passenger ships, and (¢) 43 large tankers. 

2. Block obsolescence.—About 80 percent of the active merchant 
merine was built aoe 3 or 4 war years, is 10 or more y old, and 
W ill be ‘come Obsolete I na block during 1962-65. Stukeiariaaiaaretien 


has placed comp ‘ting foreign nations in a vastly more favorable posi- 
tion in regards to balance of age of vessels in their fleets, and has given 
them the great advantage of continuing modernization 


3. Shipbuilding—A minimum active shipbuilding industry is 
essential to our national security, aside from the important part it 
plays in our national economy ¥ et no ord rs for ocean roine’’ V essels 


in excess of 1,000 gross tons were placed in the United States shipyards 
in 1953 and none are in prospect. The nature of the shipbuilding 
industry is such that from contract date to delivery date averages 
about 18 months for commercial vessels of the type deemed n¢ cessary 
for our defense mobilization requirements Without a realistic and 
phased program, great waste is incurred and skills built up for one ship 
or group of ships are lost before the next single ship or group of ships 
comes along. 

4, Construction subsidy and passenger shi} Ss. We are worse off, : 
far, now than we were before World War in the category of pas- 
senger ships; i. e., potential military auxiliaries for troop lift. The 
President’s Advisory Commission on the Merchant Marine in 1947 
indicated an immediate need for 46 passenger and combination-type 
ships. Six were started. Three were taken for conversion to military 
use in the Korean war. The other three, the steamships United States, 
Inde pe nde nce, and C'or stitution, were ¢ ompleted and hs ave since b een 
involved in bitter controversy. The controversy arising out of the 
Comptroller General’s charges relative to the old Maritime Commis- 
sion has been sufficient to frustrate any new applications for this type 
of vessel so badly needed { for defense purposes. Yet, ho charges of 
fraud or illegality have been made concerning these vessels. 

The need for this type of vessel is greater than ever, and it is import- 
ant that a way be found to proceed with a program of passenger vessel 
ERC e 

5. Private financi q of vessel construction—In the closing days of 
the am. session, the Secretary of Commerce urged prompt considera- 
tion of legislation designed to encourage the use of private financial 
institutions in the financing of new vessel construction. This pro- 
posal was in line with the admmmistration’s aims to restore as many 
functions as possible to nongovernmental agencies and reduce direct 
Government support to a minimum. Public Law 288 was passed, 
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but your subcommittee is doubtful of its efficacy for the purpose 
intended and believes that further study is in order. 

6. Diseriminations.—The subcommittee’s hearings disclosed that 
there is a continuing problem of unjust foreign discriminations 
against United States shipping and marine insurance. 

7. Military Sea Transportation Service.—Evidence before the sub- 
committee shows that there is an accelerating tendency on the part 
of the Government, through the military, to dominate and preempt 
the privately owned and operated merchant marine in the field of 
merchant shipping. While recognizing the value of a minimum 
nucleus of Government operation for the carriage of certain military 
personnel and combat support cargoes, the subcommittee is of the 
opinion that recent trends go much further and actually endanger the 
continuance of a policy of a civilian-manned, privately owned and 
operated merchant fleet. 

8. Foreign aid programs.—The policy enunciated in all of the various 
foreign aid acts of providing that 50 percent of aid cargoes thereunder 
should be carried in American vessels to the extent available is reason- 
able and should be continued. In this connection it should be noted 
that serious discriminations against American-flag shipping occur 
only in certain of those countries where no foreign aid programs are 
involved. 

9. Reserve fleet—We have over 1,700 vessels in the national defense 
reserve fleet, 1,500 of them being war-built Liberty ships of a design 
that was obsolete when they were built, and many of the balance 
being of little potential use for future emergencies. The subcom- 
mittee requested the Department of Defense for its views on the 
matter of the reserve fleet, but was asked to defer consideration of 
this problem until this session, pending conclusion of studies under 
way in the past session. In the meantime, the subcommittee has 
heard interesting proposals which may point the way to preserving 
the national asset value of these ships—recently placed at $8 billion 
by the Chairman of the Federal Maritime Board—and at the same 
time bringing at least a part of the fleet up to a standard commensu- 
rate with modern military requirements as to speed and operating 
condition. 


RECOMMENDATIONS FOR CONTINUED CONSIDERATION 


The foregoing are only a few of the important findings inherent in 
the hearings held by the subcommittee thus far. And the hearings 
held to date are only the beginning of the work that should be done 
by the Congress in order to complete a full and objective study of 
this important subject. Moreover, your subcommittee is convinced 
that continued attention to the matter will not only result in the 
realization of a sound program but will also point the way to its 
accomplis ian at costs which are conservative in relation to its 
place in our national economy. 

In the furtherance of the studies which have been under way by 
the Special Subcommittee on Maritime Subsidies, your subcommittee 
recommends the following tentative outline for consideration during 
this session of the Congress: 

1. Current status report from Defense and Commerce.—In hearings 
last summer the Defense Department stated it was unable to testify 
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on the national defense reserve fleet because its studies on this sub- 
ject were incomplete. The Department of Commerce was not pre- 
pared at that time to give its views as to the commercial size and 
composition of the merchant marine. Both agencies indicated that 
they were jointly working on the de velopment of a permanent and 
continuing procedure for determining upon and maintaining a 
maritime program. 

Hearings on these subjects are essential to round out the g vals set 
up by the subcommittee in its phase No. 1, and should be held at the 
earliest possible date. 


2. Construction-differential subsidy Before the present mx rchant 
marine studies are completed, all major features of the 1936 act and 
the other shipping laws should be reviewed nd r by committee 
hearings or staff studies. However, in order to avoid delay in the 
de velop! nent of the program there are certaim portions ol the laws 
that should receive the highest priority in the consideration of 
phase No. 2, The Effectiveness of Existing Laws and Theiw Admin- 
istration in the Maintenance and Development of an Adequate and 
Efficient Merchant Marine. 

Of the most immediate importance a review of the provisions of 
law relating to construction-differential subsidie Difficult s with 
this portion of the law account in large part for our failure to h mad 
any progress in new ——— r t ship construction or even cargo ship 
construction since World Wa In this connection it seems desirabl 
to consider all factors uae might have been involved in the con 
troversies surrounding the construction of the steamships [nited St 
Inde pendence and Constitution the determ) ition OF nations def 
features, and other matters which have hampered or frustrated new 
ship construction in this country in the face of a well-recognized need 
for such activity 

Private finan ing of ship constructio Closelv allied to the f 
going is the subject of private financing, previously referred to. Your 
subcommittee believes the Department of Commerce as well as the 
Congress recognizes that Public Law 288, 83d Congress, Ist session. 
was not sufficiently considered in the last session According to 


recent reports, the law has flaws which warral it a thorough reexamina- 
tion of the subject Therefore, a series of public hearings should be 
held by the committee at which the Department of Commerce can 
report on its experience with the law, and bankers, insurance com- 
panies, and other financing institutions and the shipping industry can 
thoroughly state their views and make recommendations 
4. American -flag parti ici patio n in Governmen t-fir anced programs 
Consistently, since the 73d Congress, it has been our national policy 
to provide that at least 50 percent of the cargoes provided under our 
Government-financed foreign economic and military aid programs be 
carried in American bottoms. However, because this policy has never 
been enunciated in a single basic statute of general applicability, 
much confusion has inevitably resulted with the consideration of each 
new overseas program. The provision is contained in nearly a dozen 
laws relating to Government-financed programs. The subcommittee 
believes this confusion could be avoided if the policy were written into 
basic law which would be applicable to all programs providing for 
Government financing of overseas cargo or passenger movements, 
including import as well as export programs. Before passing upon 
42433—54——2 
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legislation, however, this subject should receive the most careful 
consideration in committee hearings. 

5. Competition of military shipping with the privately owned and 
operated merchant marine.—As indicated previously, this matter is 
becoming increasingly serious. It is high time that the limits of 
jurisdiction in the carriage ~ cargoes by the military be clearly 
defined. Therefore, the most careful consideration should be given 
to this subject during this session with a view to enacting le gislation 
which will provide that in the furtherance of a sound policy of national 
defense, military security, and economy, the services of the privately 
owned, civilian-manned American-flag fleet when available at reason- 
able terms and conditions be utilized for the ocean transportation 
requirements of the military departments and other Government 
agencies, free from paralleling competition by Government-owned and 
operated ships. 

6. Operating subsidy —On the basis of hearings held to date, I 
believe it is very important that early consideration be given to all 
phases of the operating differential subsidy provisions of the 1936 
act to the end that, under the act’s parity principles, American-flag 
vessels be assured of maintaining a strong competitive position 
vis-a-vis foreign-flag ships. 

In particular, hearings should be had and studies made on the 
matter of extension of some form of direct aid to American-flag tramp 
vessels engaged in the commerce of the United States. The evidence 
heretofore considered shows that approximately one-third of the 
foreign commerce of the United States is carried in tramp vessels. 
Prior to 1939 there were practically no American-flag vessels solely 

carrying oaly bulk cargoes. Today, American-flag tramps are par- 

ticipating in trade to and from the United States. The experience 
of World War II and the postwar period has demonstrated that 
American vessels engaged in the carriage to and from the United 
States of bulk cargoes can perform an important part in our security 
and our economy. The Defense Department and the Commerce 
Department have both indicated the desirability of keeping a reason- 
able nucleus of the vessels under the United States flag. And through- 
out the industry there is general agreement that some assistance to 
tramp-type operations is justified, if necessary and if feasible. This 
subject warrants early and careful study. 

7. Unjust foreign discriminations—The basic American shipping 
policy and philosophy « ‘alls for parity of opportunity in competition, 
and all our laws relating to foreign commerce are so designed. How- 
ever, in recent years there have developed a number of instances 
where extreme nationalistic policies have been sdented by some foreign 
governments resulting in the imposition of unreasonable and discrimin- 
ating practices against our shipping. These discriminations have 
shown up in marine insurance as well as in ship operations. 

While legisiation may not be necessary or appropriate in some of 
these matters, the subcommittee believes that it is a field in which 
much good can be done by constant vigilance. Studies were begun on 
this subject in the 82d Congress. The results achieved indicate that 
they should be continued and that the constant attention of the State 
Department be urged to take all proper means to end such discrimina- 
tions wherever they may occur, 
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CONCLUSION 


The foregoing states in broad terms the scope of the investigations 
which the subcommittee has undertaken, what some of its major 
problems are, and the steps which can and should be taken during 
the current session of the Congress. More detailed analysis of the 
overall problem of providing for an adequate American merchant 
marine to meet the requirements of our security and our commerce 
will be set forth in the formal subcommittee interim report which is 
in process of preparation. 

CHARLES E. Potrrer, Chairman, 

JOHN MarsHALL Butter, Member, 

WarrEN G. Maanuson, Member, 
Special Subcommittee to Study the Maritime Subsidy Program. 








ANNEX 





INFORMAL Report oF Mr. BuTLerR oF SHIPPING AND SHIPBUILDING 
Stupy IN Evropr, SEPTEMBER 17—OcToBER 15, 1953 


UNITED STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
January 12, 1954. 
Subject: Study of European Shipping and Shipbuilding. 
Hon. Joun W. Bricker, 
Chairman, Senate Interstaie and Fore ign Commerce Committee, 
Senate Office Building, Wash ington 26, dD. C. 

Drar Mr. CHarrMan: Pursuant to Senate Resolution 41 and the 
authorization thereunder, establishing the Special Subcommittee on 
Maritime Subsidies, I visited western European shipping and ship- 
building centers during September and October 1953. 

The purpose of this trip was to gain as much firsthand knowledge 
as possible, in the available time, of the European picture, with special 
reference to comparative costs of construction and operation and other 
factors pertinent to the competitive relationship between American 
and European shipping. At the same time, I took occasion to become 
familiar with the characteristics of the steamships United States and 
Independence, 2 of our 3 postwar passenger ships and potential troop- 
carrying vessels, as well as observations as to the workings of our 
foreign aid programs in the reconstruction of this important phase of 
western European economy. 

In the course of any discussion of Government aid to American 
shipping, there is invariably much testimony concerning European 
versus American construction and operating costs and other phases 
of foreign shipping policy. While it is obviously impossible in a period 
of a few weeks to hope even to scratch the surface of the complexities 
of the international maritime situation, we believed that such a trip 
would provide valuable insight into the basic elements of the problem 
and serve inestimably as a guide in the appraisal of representations 
made on the subject to the subcommittee by witnesses. 

When the trip was originally planned, it had been hoped that Hon. 
Warren G. Magnuson would be able to participate. Unfortunately, 
other commitments caused the cancellation of his plans, and the visit 
was carried out by myself with the assistance of John M. Drewry, 
subcommittee counsel. 

We crossed on the steamship United States, of United States Lines Co. 
(leaving New York on September 17 and arriving at Southampton, 
England, in the evening of September 22). The return trip was made 
on the steamship Independence, of the American Export Lines Co. 
(leaving Naples, Italy, on October 6 and arriving at New York in the 
afternoon of October 15). During our time abroad we visited England, 
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France, the Netherlands, and Italy. Major shipyards were visited in 
the Netherlands and Italy, and conferences were had with leading 
authorities on shipping and shipbuilding in all four countries. A pro- 
jected visit to British shipyards on the Clyde in Scotland was canceled 
due to the illness of subcommittee counsel in London. 

There is attached hereto a brief résumé of the subcommittee trip. 


GENERAL OBSERVATIONS 


4 

Generally speaking, I noted throughout our trip that reconstruction 
and modernization of shipbuilding facilities in western Europe seems 
to be at a very advanced stage. This seems to be due in part to the 
direct and indirect effects of Marshall plan aid, and very directly to the 
heavy volume of shipbuilding orders which have been placed in all 
yards since the war. Western Europe has enjoyed the patronage of a 
number of American companies for many important units, especially 
in the tanker and ore carrier classes. In short, there has been a real 
shipbuilding boom throughout Europe since 1946. 

However, with the possible exception of the Netherlands, the coun- 
tries we visited have reached a leveling off, or even a receding, stage 
as far as new orders are concerned. Nevertheless, western Europe 
is in a position to see a continued high level of shipbuilding activity 
beyond 1956. 

1. United Kingdom.—The British are high among the leading ship- 
builders of the world, and it was with the greatest regret that we found 
it necessary to cancel our scheduled visit to several of the Clyde yards 
in Scotland. It is my understanding, however, that these yards are 
producing at a very high level and still have a substantial backlog of 
orders. Due to lack of room for expansion they are handicapped in 
the adoption of some of the newest techniques relating to prefabrica- 
tion, and yard layouts which tend to greater efficiency in the flow of 
materials. On the other hand, subject to the innate restraints of 
British conservatism, the widest use is being made of the latest 
developments in shipbuilding technology and varied approaches are 
being experimented with to overcome space limitations and the neces- 
sity for major subcontracting or otherwise having to perform varying 
amounts of large work away from the ship ways 

There are no governmental inhibitions on construction of ships 
for foreign account in the shipyards of the United Kingdom. In fact, 
foreign shipbuilding contracts from friendly sources are encouraged. 
This, plus the traditional high quality of British workmanship, seems 
to insure a continued substantial shipbuilding activity in Britain, even 
though costs might be lower elsewhere. 

2. France-—While I do not understand that shipbuilding has 
ever been as significant in France as it has in the United Kingdom, it 
has nevertheless been recognized as a key industry from a national 
standpoint. In recent times many great ships have been produced 
in French shipyards. 

Heavy damage to French shipbuilding facilities during the war 
and internal unrest following the war are only now beginning to be 
overcome. Some rather limited major ship construction is being 
undertaken in recently rehabilitated French yards, and further im- 
petus is being given by the NATO offshore procurement program 
which will go far to preserve the existence of a shipbuilding industry 
in this important part of the free world. 
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Unfortunately, it seems that French industry is unduly beset with 
labor problems unrelated to the work that must be done. The 
Government is understood to be experimenting with forms of subsidi- 
zation of shipbuilders irrespective of the nationality of the ship 
purchaser. 

3. The Netherlands.— Your subcommittee had its best opportunity 
to see European shipbuilding at first hand in the Netherlands, where 
we were privileged to visit 2 leading shipyards in the Rotterdam area. 
These were: Wilton-Fijenoord, N. V., Schiedam, Holland, and Rotter- 
dam Dockyard, Rotterdam, Holland. Through the generous hospi- 
tality of the executive, of these 2 companies during a full day of 
phy sical inspection, it was possible to see 2 representative shipyards 
in operation. Both of these yards had been extensively damaged 
during the course of the war, from both Allied and enemy sources. 
For them to continue in production, it was necessary for them to be 
extensively rehabilitated. With the combination of postwar Allied 
aid and the demand for new tonnage, they are now in excellent shape 
and are filled with orders for sever: al vears to come. Fortunate in the 
availability of area for expansion, each has been able to apply benefits 
of American production experience during World War II and develop 
many improvements. 

Internally the Netherlands is still in an austerity economy, although 
in foreign commerce most competitively active. Consequently, their 
economy, together with highly efficient shipbuilding facilities, places 
them in the best competitive position of all European shipbuilders. 

Let me say, too, that I cannot be too grateful for the high degree of 
friendly cooperation accorded by all whom we were privileged to 
meet during our brief visit to the Netherlands. While the competitive 
spirit was found to be keen, there was also noted a great understanding 
of our own maritime problems and an appreciation for the necessity 
behind the different approaches we have traditionally made to them. 

Like the British, the Dutch invite contracts from foreign sources for 
shipbuilding ventures in their country. 

While our study was not comprehensive enough to make compari- 
sons between all yards in one country or yards in the European coun- 
tries generally, it was noted that, at least in part, the efficiency of the 
Dutch yards visited was attributable to the coordination of ship 
repair with shipbuilding activities, and the general integration of all 
procedures. 

After a very full day visiting the two shipyards mentioned, we were 
also privileged to spe nd some time with port authority representatives 
who gave us considerable enlightenment on the shipping picture in 
the area. It was interesting to think upon the close similarity and 
outstanding differences between their great Rhine traffic and the 
commerce of our own inland waterways. 

4. Italy.—Italy is a natural maritime power with its many harbors 
and long coastline and in the prewar vears this countrv was possessed 
of a substantial oceangoing merchant marine. Most of its merchant 
vessels were destroved during the war and its shipbuilding potential 
was either destroved or substantially damaged. Tonnagewise, it 
it is my understanding that this country has approximately regained 
its prewar position—much of it with American war-built vessels, 
purchased under the Merchant Ship Sales Act of 1946. 
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For complex reasons, however, going back to the early thirties, the 
Italian shipbuilding industry and, presumably, much of its other 
industry, has been unable to regain substantial footing. Thus, 
today, we find Italy with the highest shipbuilding costs in all of 
western Kurope and the most heavily subsidized shipbuilding industry 

It was our privilege to visit one of the great Italian shipyards at 
Monfalcone, near Trieste. It was obvious, even to a layman, that 
this shipyard bore the potentialities of the highest competitive 
efficiency, even though it was at that time dependent solely upon a 


government-fostered program of tanker construction. Practically 
no, if any, foreign orders were in Italian shipyards, largely because of 
excessive shipbuilding costs emanating from unrealistic labor practices 


in relation to the national economy 


COMMENTS 


1. Steamships “United States” and “Independe 

These vessels were built, together with the steamship Constitut 
(sister ship of the Inde pe nde ce), as part ol an urgent y re commended 
construction program initiated in early 1948, in the face of mounting 
tensions of the cold war. Three other passenger vessels which had 
been designed for the American President Lines were commenced 
under this program, but were taken over by the Navy before com- 
pletion in the early stages of the Korean war and converted to troop 
transports. Some time after the construction differential had been 
determined, contract terms agreed upon, and construction well 
advanced, a special report of the Comptroller General criticized the 
contracts, contending that the construction differentials were im- 
properly arrived at, and that excessive allowances were made fo! 
defense features. 

Although the ships were delivered and are in operation the con 
troversies are continuing 

Because of the obviously hampering effect on the development of a 
passenger ship construction program, as well as the fact that thes 
vessels are the most advanced examples of modern American ship- 
building, the subcommittee made a point of traveling aboard the 
United States and the Independence. 

I cannot use superlatives too high in commenting on these great 
ships. 

Despite its great beauty and comfort as a commercial passenger 
ship, one has only to inspect the interior of the United States to 
appreciate the fact that it is, first, an invaluable naval auxilary and 
troop carrier and, second, a luxury liner. For instance, I am told 
this vessels is capable of carrying as many as 10,000 troops and their 
equipment within 24 hours after being taken over for such purpose 
And because of her complete air conditioning, fresh water producing 
facilities, and extremely long range, it is able to proceed at once to 
any part of the world. No foreign vessel is capable of comparable 
performance. 

The vessel contains many special features, including speed well in 
excess of commercial needs, and maximum safety, to make her readily 
adaptable for full conversion in the shortest time to carry many more 
troops. Similar characteristics are also extensively built into the 
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Independence and Constitution, making these three vessels probably 
the most valuable single potential military auxiliary units in the 
American merchant marine. 

Nevertheless, when one considers the fact that American troops are 
stationed in 49 foreign countries and all American overseas possessions 
and territories throughout the free world—even more widely dispersed 
than at any time during World War II—it seems clear that we are 
woefully deficient in the possession of fast modern passenger vessels. 
The warning inherent in the report of the President’s Advisory Com- 
mittee on the Merchant Marine in 1947 should be heeded more than 
ever. The President’s Advisory Committee recommended as follows: 

Building program.—The estimated mobilization requirements for the National 
Military Establishment for troop transports together with our great deficiency in 
passenger-carrying ships for peacetime service, indicate a program of ship con- 
struction of about 46 passenger-carrying vessels over the next 4 years, and the 


inception of a freighter and tanker program. * * * It is of the utmost importance 

that initiation of actual construction be expedited. The ships contemplated will 

all be of extreme value in a national emergency They should in each case be 
lt f ext | t | They should I I 


* 


subject to approval by the armed services for suitability for mobilization. * * 

Not 4, but 7 years have passed since the above recommendation was 
made but only 6 passenger vessels, including the United States, 
Independence, and Constitution have been built. 

Without in any way minimizing the importance of the merchant 
fleets of allied nations in the event of the need for united effort in 
another war emergency, it seems obvious to me that our ocean trans- 
port needs must be met through the availability of our own tonnage. 
The current situation in Europe is far from sufficiently well settled 
to allow for dependable logistic planning based upon the use of foreign- 
flag vessels and in fact it would seem that we must provide a merchant 
marine adequate for our own world commitments in order to bear our 
full responsibility in the free world. 

From the economic standpoint the importance of modern American- 
flag passenger vessels on the trade routes of the world is incalculably 
great in the maintenance of our international prestige and is essential 
to the carrying out of our international economic policies. The 
same is, of course, true to an equal or even greater degree in the case 
of cargo ships providing fast, regular, and dependable services at 
reasonable rates to exporter and importer alike. 

In connection with the foregoing observations it was very revealing 
to me to find a great degree of appreciation of the importance of the 
merchant marine among people in all walks of life in the western 
European countries. Moreover, while they clearly sought every 
advantage in competing with our shipping, they nevertherless felt 
that the United States must have its own merchant marine, both to 
protect our commerce and to be available in the event of war. 

While my trip was made both ways on American vessels, and there- 
fore exact comparisons cannot be made, I wish to report that I believe 
the service, comfort, and convenience found on the United States and 
Independence to be unsurpassed. I have often heard unfavorable 
comments regarding service aboard American passenger vessels, but 
I cannot believe that there is any validity in them now, if there ever 
was. The United States Lines and the American Export Lines and 
the appropriate unions are to be commended for the excellence of their 
steward departments. 
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2. Shipbuilding progress abroad 

One of the things which struck me most forcefully during my visit 
to European shipyards was the many advanced techniques which have 
been developed during and since the rehabilitation of the yards. It 
is my impression that all of the advances in the shipbuilding art made 
by the United States during the war period have been adapted to the 
greatest extent possible throughout Europe, and many new tech- 
niques and methods have been designed and developed. Such a re- 
sult seems natural when one considers the fact that the foreign ship- 
yards have had a continuous backlog of orders during the past 8 years 
and actual work in hand has provided the impetus to advance and 
improve shipbuilding methods and ship design. The thought occurs 
to me that this aspect alone requires an American shipbuilding pro- 
gram which will foster the continued development of the shipbuilding 
science in this country, as well as maintaining a nucleus of basic 
essential skills. I believe such a program could lead to new develop- 
ments which in time would narrow the competitive disadvantage 
presently existing with regard to American versus foreign shipbuild- 
ing and ship operating costs. 

Another observation of considerable importance concerns the en- 
couragement given by all of the western European maritime nations 
to ship construction for foreign accounts. In this connection, not- 
withstanding unreasonable restrictions imposed on foreign construc- 
tion in this country, our own shipbuilding industry has been largely 
dependent thereon since the war. To continue to receive this type 
of business so sorely needed to provide continuity in our own shipyards, 
I hope the Department of Commerce will explore all means to elimi- 
nate governmental restrictions which are unrelated to security or 
other overriding Government policies. 

3. American versus European living standard 

I have heard statements made that American production genius 
and the rising standard of living in western Europe are such that 
American shipyards could build merchant ships just as cheaply or 
nearly as cheaply as foreign shipyards. However, it is my observation 
during the course of visiting four of the principal European shipbuild- 
ing countries that the gap between the American and European stand- 
ards of living, with particular regard to wages of construction workers, 
is at least as great and possibly greater than it ever has been. Added 
to this is the fact previously noted that most of the European ship- 
yards have been completely modernized, with new production 
techniques being introduced all the time, thereby greatly increasing 
shipbuilding efficiency. Furthermore, it is my understanding that 
Government aid in one form or another is available in the interest of 
the shipbuilding industry in all European countries. Therefore, | 
see little basis to hope that the construction cost differential is narrow- 
ing. In fact, the reverse is more likely to be true. 

4. Collection and analysis of fore ign-cost data 

In connection with the foregoing, I believe the committee should 
make inquiry into the procedures followed for the collection and anal- 
ysis of foreign-cost data as required by the 1936 act. Under section 
211 of the act the Board is “authorized and directed to investigate 
and determine and keep current records of * * * (¢) the relative 
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cost of construction of comparable vessels in the United States and in 
foreign countries.”” This section also makes other provisions to 
similar intent relative to foreign shipping and shipbuilding. However, 
[ have found during the subcommittee’s European trip that the col- 
lection of foreign construction cost data has been delegated to the 
State Department and as of the time of our arrival in Europe only 
five persons on the State Department payroll were engaged in this 
work in all of Europe. No funds were available for travel to and 
from shipbuilding sites in the various countries for which these person- 
nel were responsible. Moreover, 2 of the 5 men engaged in this work, 
both of them highly qualified, had received reduction in force notices 
effective the following month. Fortunately, we were able to call 
this matter to the attention of the Maritime Administrator and one 
position was saved on the basis that Maritime Administration would 
reimburse the State Department for the employee’s salary, although 
he would continue to report through State Department channels. 

There are two major points involved in this matter. One is the 
propriety or authority of the Federal Maritime Board to delegate 
this function to another agency. Second is the extremely casual 
treatment of this very important function which is virtually the key- 
stone to the very difficult matter of determining construction and 
operating differential subsidies. 

In this connection in addition to the four men now in Europe there 
is only one other United States maritime attaché in the rest of the 
world; i. e., in Japan. This is contrasted with most of the other 
maritime nations who have maritime or shipping attachés in the 
capitals of all of the major maritime powers. 


5. European treatment of national military shipments 


In view of the current fact of the Military Sea Transportation 
Service being the largest single merchant ship operators in the United 
States I was interested to find how military cargoes were handled 
abroad. Inquiry was principally made in England where I found 
that merchant ships handle all movements of military cargoes, 
including much combat equipment and troops as well as reserve stores, 
supplies, and dependents of military personnel. It is my under- 
standing that this situation prevails generally throughout Europe. 


CONCLUSION 


In the time available for our European trip it was obviously impos- 
sible to collect a great deal of detailed data. On the other hand the 
opportunity to make firsthand observations was most valuable to 
me as a member of the committee concerned with the place of our 
own merchant marine in foreign trade. I hope this informal report 
and the more detailed formal report of the subcommittee will be of 
assistance to the committee in its consideration of these complex 
problems. 

Warmest regards. 

Sincerely, 
JoHN MarsHALL Butter, 
United States Senator. 
O 


nue 


CY ARIAT yer 


a 








